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The troubled privatization of Nicaragua's state telecommunications company (Empresa
Nicaraguense de Telecomunicaciones, ENITEL) has hit a new snag as disagreements erupt over
what is to be done with the proceeds from its partial sale. The outcome of the debate will affect the
settlement of the long-smoldering problem of compensation for confiscated property. Privatization
of ENITEL has been plagued by postponements, the latest in March, and it is now not expected to
take place until 1998. The postponements may eventually hurt the sale as bidders lose interest or
question the government's integrity.
In addition, a potentially disruptive political debate has emerged over whether the profits from
the ENITEL sale will be used to support the value of government indemnity bonds issued to
compensate former owners of properties confiscated in the 1980s. Eighty per cent of the proceeds
from the ENITEL sale are to be used to back these bonds under commitments made by former
president Violeta de Chamorro (1990-1997). The government expects the sale of 40% of ENITEL
stock to bring in US$150 million (see NotiCen, 08/01/96 and 10/03/96).
President Aleman wants to control profits from sale
However, just before his inauguration in January, then president-elect Arnoldo Aleman said he
would ask the National Assembly to make a large number of changes in the telecommunications
privatization bill, including one that would give the executive branch discretionary authority over
proceeds from the sale. Aleman wants to use the money to stimulate economic growth, though no
specific plans have yet been announced (see NotiCen, 12/5/96). Aleman's decision threatens to split
the Assembly and possibly delay privatization further.
In October, governing Alianza Liberal Assembly leader Silvio Calderon said the profits will be
turned over to the executive branch without being earmarked for any specific purpose. He said
the Assembly has no authority to decide how the funds should be used and that the government
should outline its investment plans. Calderon's position conflicts with Jaime Bonilla, chairman of the
Assembly committee considering the privatization bill. The committee has not approved executive
control of the funds, and Bonilla said the committee must decide if it is legal to permit the indemnity
bonds to be issued without backing. He also wants to assess the impact on the trading value of the
bonds if they are not backed.
The threat to the value of the bonds prompted Frank Rizo, a legal advisor to the property-owners
association (Asociacion de Confiscados), to say he would renew pressure on the Assembly to comply
with Chamorro's commitment to support the nominal value of the bonds. Some US$400 million in
bonds now circulate at deep discounts. Meanwhile, the Assembly is considering a proposal agreed
to by Aleman and former president Daniel Ortega (1979-1990) intended to settle the confiscation
issue (see NotiCen 09//18/97). The bill offers compensation to former owners based on the tax-
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assessment value rather than market value of the property and does not require backing of the
bonds at their face value. [Sources: Reuter, 03/06/97; Miami Herald, 10/17/97; La Prensa (Nicaragua),
03/04/97, 03/10/97, 10/13/97, 10/18/97]
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